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A SYSTEM AND METHOD FOR DETERMINING LATENT DEMAND 
FOR AT LEAST ONE OF A PLURALITY OF COMMODITIES 



FIELD OF THE INVENTION 

The present invention relates to a system and method for determining 
latent demand for a commodity, i.e. a good, service, or combination of goods 
and/or services, based on prior offers or bids for the commodity. 

BACKGROUND OF THE INVENTION 

Potential sales volume and demand, as well as appropriate pricing policies, 
for different goods and services are difficult to determine. These determinations 
become even more difficult when different combinations of goods and/or services 
are bundled together for sale because buyers and/or sellers may value a 
combination or set of goods and/or services differently from the sum of their 
individual values. Attempts to survey the market for all possible combinations of 
goods and/or services to help with these determinations is prohibitively expensive. 
As a result, it is difficult for sellers to identify an appropriate good, service, or 
combination of goods and/or services to sell, at what price, and the expected 
demand. 

One way to determine an appropriate price for a good, service, or 
combination of goods and/or services is through an auction. Typically, in an 
auction participants provide bid information about what they are willing to pay for 
a good, service, or combination of goods and/or services being auctioned by an 
auctioneer or auction system. In an auction, bid information is collected and is 
used to determine which participant's bid is finally accepted, typically the highest 
price bid. The participant whose bid is accepted and the party with the good, 
service, or combination of goods and/or services being bid on, then exchange the 
good, service, or combination of goods and/or services at the accepted price. 

Accordingly, this auction mechanism effectively determines a price for 
one good, service, or combination of goods and/or services between a buyer and 
seller. Unfortunately, this mechanism makes use of only a very limited portion of 
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the submitted bid information, e.g., the highest bid. The remaining portion of the 
bid information provided by the participants is simply discarded. 

SUMMARY OF THE INVENTION 

5 A method for determining latent demand for at least one of a plurality of 

commodities in accordance with one embodiment of the present invention 
includes analyzing at least a plurality of initially unaccepted offers for each of the 
plurality of commodities and then selecting at least one of the plurality of 
commodities to offer for sale which satisfies at least one criteria based on the 

10 analyzing. 

A system for determining latent demand for at least one of a plurality of 
commodities in accordance with another embodiment of the present invention 
includes an offer analyzer and a commodity selector. The offer analyzer analyzes 
1 5 at least a plurality of initially unaccepted offers for each of the plurality of 
commodities. The commodity selector selects at least one of the plurality of 
commodities to offer for sale which satisfies at least one criteria based on the 
analysis by the offer analyzer. 

20 A computer readable medium having stored thereon instructions for 

identifying latent demand for at least one of a plurality of commodities in 
accordance with another embodiment of the present invention includes 
instructions to be executed by a processor for analyzing at least a plurality of 
initially unaccepted offers for each of the plurality of commodities and selecting at 

25 least one of the plurality of commodities to offer for sale which satisfies at least 
one criteria based on the analyzing. 

With the present invention, demand and potential sales volume, as well as 
an appropriate pricing policy, for a different good or service easily can be 
30 determined based on the unsuccessful bids or the offers for each of the goods 
and/or services. Additionally, the present invention is able to identify 
combinations of goods and/or services that are particularly highly valued. This is 
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particularly beneficial because attempting to survey the market for all possible 
combinations of goods and/or services would be prohibitively expensive. 

BRIEF DESCRIPTION OF THE DRAWINGS 

5 FIG. 1 is a diagram of a system for determining latent demand for at least 

one of a plurality of commodities; 

FIG. 2 is a flow chart of a method for determining latent demand for at 
least one of a plurality of commodities; and 

FIG. 3 is a table illustrating one example of offers for a plurality of 
10 commodities. 

DETAILED DESCRIPTION OF THE INVENTION 

A system 10 and method for determining latent demand for at least one of 
a plurality of commodities in accordance with one embodiment of the present 

15 invention is illustrated in FIGS. 1 and 2. The system and method analyze at least 
a plurality of initially unaccepted offers for each of the plurality of commodities 
and then selects at least one of the plurality of commodities to offer for sale which 
satisfies at least one criteria based on the analysis. A commodity is a useful or 
valued good, service, or combination of goods and/or services. The present 

20 invention advantageously provides a system for identifying latent demand for a 
good, service, or combination goods and/or services. 

Referring to FIG. 1 ? the system 10 includes an offer processing system 12, 
auction systems 14(1) and 14(2), and bidding systems 16(1)-16(6), although 

25 system 10 may have other numbers(n) of and/or different combinations of each of 
these systems 12(n), (14(n), 16(n), including a single system such as an offer 
processing system 12. The offer processing system is operatively coupled to the 
auction systems 14(1) and 14(2); auction systems 14(1) is operatively coupled to 
bidding systems 16(1)-16(4); and auction system 14(2) is operatively coupled to 

30 bidding systems 16(5) and 16(6). A variety of communication systems and/or 
methods can be used to operatively couple and communicate between the offer 
processing system 12 to each of the auction systems 14(1) and 14(2) and to 
operatively couple and communicate between the auction systems 14(1) and 14(2) 
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to each of the bidding systems 16(1)- 16(6) including a direct connection, a local 
area network, a wide area network, the world wide web, modems and phone lines, 
or wireless communication technology each having communications protocols. 
Although one configuration for the system 10 is shown, other configurations are 
5 possible and envisioned, such as operatively coupling the offer processing system 
12 to other numbers of auctioning systems 14(n) or to none at all if the offer or bid 
information is input into or is otherwise already stored in one or more memory 
storage devices in the offer processing system 12. 

10 The offer processing system 12 includes a processor 1 8, a memory storage 

device 20, and an input/output user interface 22, a display device 24, and a user 
input device 26 which are coupled together by a bus or other link 28, although the 
offer processing system 12 can be comprised of other combinations of 
components. The processor 18 executes a program 30 of stored instructions for the 

1 5 method for determining latent demand for at least one of a plurality of 

commodities in accordance with the present invention as described herein and set 
forth in FIG. 2. Although one processor 18 is shown, the offer processing 
system 12 can have multiple processors to execute the programmed instructions 
and the processor 18 or processors can be located elsewhere in the system 10, 

20 such as in one or more of the auction systems 14, 

The memory storage device 20 stores at least one program 30 with 
instructions for the method for determining latent demand for at least one of a 
plurality of commodities for execution by the processor 18. A variety of different 

25 types of memory storage devices, such as a random access memory (RAM) or a 
read only memory (ROM) in the system or a floppy disk, hard disk, or CD ROM 
which is read from and/or written to by a magnetic or optical reading and/or 
writing system that is coupled to one or more of the processors, can be used to 
store these programmed instructions as well as other information. The offer 

30 processing system 12 can have multiple memory storage devices to store the 

programmed instructions. The memory storage devices as well as some or all of 
the programmed instructions can be located and stored elsewhere in the system 
10, such as in one or more of the auction systems 14. 



The input/output user interface 22 is used to operatively couple and 
communicate between the offer processing system 12 to the auction systems 14(1) 
and 14(2) as discussed earlier. 

The display device 24 displays information for the operator, such as the 
commodity selected based on an analysis of prior offers. A variety of different 
types of display devices 24 can be used, such as a monitor, printer, or any other 
type of device which can convey information to the user of the computer system. 
Again, although only one display device 24 is shown, the system can have more 
than one display device 24 and the display device 24 can be located elsewhere in 
the system, such as in one or more of the auction systems 14. 

The user input device 26 enables an operator to generate and transmit 
signals or commands to the offer processing system 12. A variety of different 
types of user input devices 26 can be used, such as a keyboard, computer mouse, 
or any other user input device which provides a mechanism for a user or operator. 
The offer processing system 12 can have more than one user input device 26 and 
the user input device 26 can be located elsewhere in the system, such as in one or 
more of the auction systems 14. 

Each of the auction systems 14(1) and 14(2) is a computer system with a 
processor that executes programmed instructions stored in a memory used: to 
receive offers or bids from the bidding systems 16(1)- 16(6) for different 
commodities; to transfer the information regarding the offers on the commodities 
to the offer processing system 12; and to notify the bidding system 16 with the 
winning offer or bid for a particular commodity, typically the highest bid. 
However, other types of systems and devices can be used for each of the auction 
systems 14 and each auction system 14 can be programmed with other instructions 
for execution by its processor, such as storing and/or processing the received bids. 
Each of the auction systems 14 may be operatively coupled to a plurality of 
bidding systems 16, although other configurations are possible. For example, 
each of the auction system 14 could be coupled to other sources of offers or bids 
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which are input or otherwise stored in one or more memory storage devices in 
each of the auction systems 14. 

Each of the bidding systems 16 is a computer system that executes 
5 programmed instructions to enable the operator of the bidding system to receive 
information about and to bid on one or more commodities, although other types of 
systems or devices could also be used for the bidding system 16, such as a user 
input device, like a keyboard or a mouse, coupled to the auction system. Each of 
the bidding systems 16 may be operatively coupled to one of the auction systems 
10 14 in this particular embodiment, although other configurations are possible, such 
as having one or more of the bidding systems 16 operatively coupled to multiple 
auction systems 14 or to the offer processing system 12. A variety of different 
types computer systems can be used for the bidding systems 16, such as personal 
desktop computers, workstations, palm® computers, hand held computers, 
1 5 Internet ready cellular/digital mobile telephones, dumb terminals or any other 
larger or smaller computer system. 

The operation of system 10 and method for determining latent demand for 
at least one of a plurality of commodities will be discussed with reference to 

20 FIGS. 1-3. At step 32, the method begins and then in step 34 offers for the 

commodities are obtained from auction system 14(1). In this particular auction, 
items A, B, and C, which each may be a good or a service, are offered individually 
and in various combination to form different commodities. The commodities are 
designated with the letters A, B 9 C, AB, AC, BC, and ABC, where the letter in the 

25 designation of the commodity represents the item or items in that particular 
commodity. 

Auction systems 14(1) and/or 14(2) receive the bids or offers from one or 
more of the bidding systems 16(1)- 16(6) for commodities and transmits the bids 
30 for each of the commodities to the offer processing system 12. The bids or offers 
are amounts that the bidders are willing to pay for the particular commodity being 
bid on. The auction systems 14(1) and 14(2) can transmit the bid information on 
each commodity in a variety of different ways, such as when the bids come in, 



after the auction is over, or when polled by the offer processing system 12. In this 
particular embodiment, both the accepted and the unaccepted bids or offers for the 
commodities are transmitted to the offer processing system 12 from the auction 
system 14(1), although other bid information could be sent, such as just the 
5 unaccepted bids for these commodities. In this particular example, the bids or 
offers submitted by the bidders 1, 2, 3, and 4 from bidding systems 16(1)-16(4) 
for the commodities A, B, C, AB, AC, BC, and ABC to auction system 14(1) are 
set forth in the table in FIG. 3. 

10 In addition to transmitting the bids or offers, the auction systems 14(1) 

and/or 14(2) may also store the bids and eventually selects the winning bids from 
the bidding systems 16(1)-16(6), typically the highest bid or bids for the 
commodity or commodities. In this particular example, auction system 14(1) has 
notified bidder 1 from bidding system 16(1) that it has won commodity C with a 

1 5 high bid of six and has notified bidder 2 from bidding system 1 6(2) that it has 
won commodity AB with a bid of twelve. 

Next, in step 36 the offer processing system 12 waits until it has received a 
sufficient number of offers or bids for the commodities. The number of offers or 

20 bids needed for each of the commodities can vary as needed or desired and can be 
set by the operator for the particular application using the user input device 26. If 
the offer processing system 12 has not received enough offers for the different 
commodities, then the No branch is taken from step 36 back to step 34 and the 
offer processing system 12 waits to receive or polls the auction system 14(1) 

25 and/or auction system 14(2) for more offers or bids on the commodities. 

Although in this particular example, the bids or offers are obtained from 
bidding systems 16(1)-16(4) operatively coupled to one auction system 14(1), the 
offers can be obtained from multiple auctions conducted by one or more of the 
30 auction systems 14(n). Additionally, auctions on the same types of commodities 
do not need to take place at substantially the same time and the types of auctions 
conducted can vary. Further, the auction may be electronically automated and, for 
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example, be conducted on the Internet, although the auction could be conducted 
using other forums and systems. 

When a sufficient number of offers has been received, then the Yes branch 

5 is taken from step 36 and the offer processing system 12 begins to analyze the 
offers for each of the commodities by each of the bidders(n) in step 38. In this 
particular embodiment, the offer processing system 12 uses the accepted and the 
unaccepted offers in the analysis to identify a highly valued commodity, although 
the offer processing system 12 may use other portions of the bid information, such 

10 as just the unaccepted offers and may identify more than one highly valued 

commodity. The particular analysis conducted by the offer processing system 12 
can vary based on the particular application. For example, one analysis which can 
be conducted to identify a highly valued commodity involves: determining a sum 
total of the offers for each of the plurality of commodities from the received 

1 5 unaccepted and accepted offers for each of the commodities; dividing each of the 
sum total offers by the total number of offers for each of the plurality of 
commodities to obtain an average offer for each of the plurality of commodities; 
and then dividing each of the average offers by the number of items, i.e. the 
number of goods and/or services, in each of the plurality commodities, to obtained 

20 an analyzed value for each of the plurality of commodities. 

By way of example only, using this analysis: the total offer price for 
commodity A was 7, the total number of offers was 4, the average offer was 1 .75, 
and the analyzed value for commodity A was 1 .75; the total offer price for 

25 commodity B was 6, the total number of offers was 4, the average offer was 1.5, 
and the analyzed value for commodity B was 1 .5; the total offer price for 
commodity C was 15, the total number of offers was 4, the average offer was 
3.75, and the analyzed value for commodity C was 3.75; the total offer price for 
commodity AB was 22, the total number of offers was 4, the average offer was 

30 5.5, and the analyzed value for commodity AB was 2.75; the total offer price for 
commodity AC was 31, the total number of offers was 4, the average offer was 
7.75, and the analyzed value for commodity AC was 3.875; the total offer price 
for commodity BC was 23, the total number of offers was 4, the average offer was 
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5.75, and the analyzed value for commodity BC was 2.875; and the total offer 
price for commodity ABC was 41, the total number of offers was 4, the average 
offer was 10.25, and the analyzed value for commodity ABC was 3.417 as shown 
in the table in FIG. 3 Although one particular analysis is discussed, the offer 
5 processing system 12 can be programmed with instructions to be executed by the 
processor 18 to carry out other types of analyses for different applications. 

Once the analysis is completed in step 38, then the offer processing 
system 12 selects the highly valued commodity based on at least one criteria in 

10 step 40. In this particular embodiment, the criteria is the highest numerical value 
for the analyzed value and in this particular example that is commodity AC with 
an analyzed value of 3.875 as shown in FIG. 3. The selected commodity or 
commodities based on the analysis can be shown on the output display device 24. 
As this example illustrates, the winning bids were for commodities AB and C 

1 5 which were sold, but the analysis shows that the commodity AC has the highest 
analyzed value demonstrating a latent demand for this particular commodity 
which was not sold. As a result, this particular commodity may now be offered 
for sale. Although in this particular embodiment, one criteria is used and the 
criteria is the highest numerical value, other numbers of criteria can be used and 

20 different criteria can be set by the operator as appropriate for the particular 
application using the user input device 26. 

Next, the method may include the optional step of setting a price for the 
selected commodity in step 42. If a price is not going to be selected for the 

25 commodity, then the No branch is taken from step 42 to step 48 where this 

particular embodiment of the method ends. If a price for the commodity is to be 
selected, then the Yes branch is taken from step 42 to step 44 where the offers for 
the selected commodity are averaged. Next, in step 46 a price for the selected one 
of the commodities is determined based on the average offer determined in step 

30 44. ]Here, the selected price for the selected commodity is the average offer, 

although other prices for the commodity can be used. Once the price is set, then 
the branch is taken from step 46 to step 48 where the method in this particular 
embodiment ends. 
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Accordingly, the present invention is able to identify a commodity or 
commodities, in particular a combination of goods and/or services, that are highly 
valued based on an analysis of at least the unaccepted bid information, and 
5 typically all of the bid information, e.g. the accepted and unaccepted bid 

information. The present invention is also useful in identifying potential demand 
and sales volumes, as well as pricing, for a commodity based on this previously 
unused bid information. 

10 Having thus described the basic concept of the invention, it will be rather 

apparent to those skilled in the art that the foregoing detailed disclosure is 
intended to be presented by way of example only, and is not limiting. Various 
alterations, improvements, and modifications will occur and are intended to those 
skilled in the art, though not expressly stated herein. These alterations, 

1 5 improvements, and modifications are intended to be suggested hereby, and are 
within the spirit and scope of the invention. Accordingly, the invention is limited 
only by the following claims and equivalents thereto. 



